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|
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|
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MUR: 5971

DATE COMPLAINT FILED: February 5, 2008
DATE OF NOTIFICATION: February 11, 2008
DATE ACTIVATED: February 13, 2008

|
EXPIRATION OF SOL: Esalinst January 23,
2007/Latest July 27, 2010

SOURCE: Internally Generated
l
Complaint
COMPLAINANTS:
RESPONDENTS: Lmdsey Graham for Senate and Kevm A. Hall,
in his official capacity as treasurer’
Mary Jennifer Adams

! Mwof&:mm&mudmﬁnmmkpheem&mdbmummNm
Byerley. The Committee designated Mir. Hall as treasurer on April 13, 2005.
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First General Counsel’s Report 2
RELEVANT STATUTES
ARD REQULATIONS: 2US.C. §431(11)

2 US.C. § 4320)(3)
2US.C. § 432(c)

2 USS.C. § 434(z) and (b)
2US.C. § 439

11 CFR. § 102.15

11 CFR. § 1043

11 CFR. § 104.14d)

11 CER § 113.1(a)

INTERNAL REPORTS CHECKED: Disclosure Reports
RAD Referral Materials

OTHER AGENCIES CHECKED: South Camlina Law Enforcesnent Division
L EIRODVUCTION

These matters arose after Lindsey Graham for Senate and Kevin Hall, in his official
capacity as treasurer, (the “Committee™) discovered that the Committee’s former Assistant
Treasurer, Mary Jennifer Adams, issued unauthorized disbursements to herself and to her
personal creditors using Committee fimds totaling approximately $280,688.84 and made
unauthorized deposits in the amount of $18,172.46.2 Adams’ embezzlement scheme took place
over the course of three years and resulted in violations of the Federal Election Campaign Act of
1971, as smended (“the Act™), by the Committer and its former Assistant Treasurer.

A few weeks after the Committee discovered tire apparent embezzleinent, it notiffed the
Commission’s Reperts Analysis Division (“RAD”) end infonned the South Carolina Law
Enforcement Division (“SLED"). After the Committee filed amended reports reflecting the

unauthorized transactions, RAD referred Lindsey Graham for Senate to this Office for apparent

2 As discussed infra, Adams also embezzled $9,669.56 in funds from Senator Graham’s former campaign
committee for the U.S. House of Representatives, the Committee to Elect Lindscy Graham.
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unauthorized receipts and the unauthorized disbursement of Committee funds. | |

.I
1

| the Committee has continued to work with us to ensure

that we have a complete record of the circumstances and violations in this matter. This includes
supplementing its initial submission by providing coples of the documrenttion it submittead to
SLED far the eriminal prosecution of Adems, previding anawere t0 written questins, and
participating in conferenea calls during which we interviewed Cormmittee staff. As a result of the
Committee’s cooperation, we now have a detailed understanding of the facts leading up to the
discovery of the violations, the extent of Adams’ misappropriation of Committee funds, and
information about the Committee’s internal controls during the time of the violations as well as
those controls the Committee has since adopted to prevent future violations. Adams has not filed
a response to the complaint.*

Based on the available information, including limited information about the ongoing
criminal prosecution of Adams, we recommend that the Commission _

* This Office notified Adams of the complaint in February 2008. Although Adams has not submitted a response,
her attomey for the criminal matter was quoted ini a press report as acknowledging that “this [matter] involves the
Federal Elections[sic] Commission.” Supplementary Submission at Ex. S.
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« ) . We further recommend that the
Commission merge the new MURSs into MUR 5971. Regarding the embezzler, Mary Jennifer
Adams, we recommend that the Commission find reason to believe that she knowingly and
willfully violated 2 U.S.C. §§ 432(b) and (c), 434(b), and 439a by commingling Committee
funds with her personal funds, failing to properly track all disbursements, failing to accurately
report all reeeipts and disbursemrents in the Committee’s disclosure reports filed with the

Commission, and by convarting Committee funds to her cwn persenal use. We believe thot we

have ohtainad sufficient infarmation - |

II. FA AL S Y

A. The Embezziement Scheme

Between January 23, 2002 and July 25, 2005, Mary Jennifer Adams embezzled funds
from Lindsey Graham’s principal campuign committees for the U.S. House of Representatives
and the U.S. Sexmin. fgians initially jninad Geahsm’s congressivnal mmprign, the Cooamitee o
Elect Lindsey Graham (“CELG”), during the 1994 elaction eycle to assist in graphiz design aad
advertising, but later assumed disclosure and financial duties after the departure of the CELG’s

bookkeeper. § Committee’s Supplemental Submission

| In 2002, Adams transitioned the same duties to Graham’s

U.S. Senate campaign committee (i.e., the Committee), served as Assistant Treasurer for the
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Committee, and also acquired additional office manager duties under the title of “Campaign

Administrator.” | In2003, Adams began to work part-time for the
Committee and part-time as a Deputy Press Secretary for Senator Graham's Senate office,
ceasing her work for the Committee in November 2006. /d. Adams was terminated from her
position with the Senate office on June 19, 2007, upon discovery of the embezzlement. Id. at 3,
8.

In January 2005, the Committee relocated its main office from Seneca, South Carolina to
Columbia, South Camlina, reorganized it utaff, and named a new treasurey (Kewir Hall) and
assistant treasurer (Scett Farmer).® During the transition, Hall and Farmer sought to develop a
thorough understanding of the Committee’s finances and decided to review the Committee’s
financial records. It also became necessary for them to review bank statements in order to
properly respond to 28 RAD Request For Additional Information (“RFAI”) dated September 19,
2006.° Although Adams deliberately frustrated their efforts by preventing complete access to the
Committee’s financial records, their financial review eventually led to the discovery of Adams’
embezzlement.

Initialy, the new officers relied on Adess o provide themn with copies of the

Committas’s financial records. It appears that Adams would typically take several weeks to

5 The Committee explains that its reorganization was “prompted by the complexities of operating a state wide
senatorial campaign” and that therefore, it directed its efforts to “consolidate all financial activities in Columbia.”
Supplesstsatity Sulmissius at 8-9. Paior 1 2005, Scon Farmer was the Gommittee's Ciexapaign Mansgir atdl was
based out of Columbia. During its reorganization, the Committee also replaced treasurer Neil Byeriey, who was
located in Seneca, with a treasurer based out of Columbia. | Supplementary Submission,
at9. It appears that Mr. Byerley, a man in his seventies, also expressed an interest in taking a break from his
treasurer dutics at that time.

® The Comniitter advised RAD ¢f its ongoing financial restiew in Optober 2006, indicated thmt it fiwancd to arweul
its repants mheae appaspriate, and provided penindic updstes o its progress. See BAD Bnferrel st Attachment 2.
However, as Gacutsod infisa, it was not until Lmier in the renisw process that clear evidence of wrongdeing was
uncovered,
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respond to such requests, and would provide only partial records, along with a variety of excuses
for her incomplete responses.” Supplementary Submission at 10. The Committee indicated that
those records that Adams did provide were in such disarray that she had to travel to the
Committee’s Columbia office a number of times to help Hall and Farmer sort through them. Id.
at11.

Even after the Committee requested copies of account records from the bank, Adams was
able to hinder the ymucess bexmuan thix rovondx were et to her W the Seonsn office and ske would

frequently claim thst the racords had not yet erzived. | At the tize,
the officers did net suspect any wrongdoing in connection with Adams’ delayed provision of the
records as she always included “enough materials to make it appear that she was

providing the requested information.”® Supplementary Submission at 10-11. Rather, Hall and

Farmer started to believe that Adams had become sloppy in her work. |
—
It was not until the end of 2006, after Hall and Farmer discovered a number of multiple
surplus salary payments and bonuses for Adams that they began to suspect possible wrongdoing.
| In November 2008, they con®ontod Adams abeat the extea salary

paymenis axd in reapmoe, Admas clxinmd thai she lad cleed the paymients wig Seexior
Graham. Senator Graham denies ever having such a discussica with Adass or svar having

? For example, after various requests for documents, Adams stated that she needed more time to locate some of the
records and that some of the recards had been destroyed by a minor flood in the Seneca office in April 2005.
Supplcrexitary Submassion at 10-11; |

! During a teleconference with this Office, Kevin Hall, Scott Farmer and part time staff member Denisc Bauld
explained that they had no reason to suspect any wrongdoing by Adams. They stated that during their time working
Qﬁhﬂ.mm.dﬂeﬁiﬂdﬂﬁﬁMﬂmbmlﬂ. Ses. e.g..
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authorized these extra payments. /d. at 6. As a result, in December 2006, the Committee

contacted its bank to request that all correspondence be sent directly to the Columbia office. |

| Supplementary Submission at 11. The review process still remained
slow, however, because some of the Committee’s records pre-dated the bank’s electronic system

and had to be obtained from microfiche. |
As it reeeived reeords directly from the bank, the Committee engaged in an item by item
review of its receints aurd disbresmmmis mui slovely omaee to disnover midiiionad discospasios.

Far instance, in addition te rmuitiple unauthorizad salary payments ans hozusss tn Askems, tiwre

were disbursements logged as payments to vendors that did not exist. |

| One such payment was a November 1, 2002 payment of $11,250 that

appeared to be payable to a direct mail vendor. The cancelled check, however, was made
payable to, and endorsed by, Adams. See id. at 7; Supplementary Submission at Exs. 11-12.
There were also a number of payments falsely entered in the Committee’s internal database and
on the Committee’s disclosure reports as payments to the Internal Revenue Service that were
actually disbursements made to Adams. Supplementary Submission at Exs. 2-3.

n addition to the flaudulent disbursezments, the Committee alse discovered that Adan=s
hisd cirisingsi 2 vien cvedit civd io Senater Graham's nove without is bmovebedge. ™ |

| Supplementary Submission at Ex. 5, 7, and 9; RAD Referral at Attachment
2. It appears that in 2005 Adams forged Senator Graham's signature an a number of credit card
advance checks from that card and disbursed the funds to herself and her personal creditors.
After these discoveries, and after consultation with Senator Graham, Adams was terminated from

her position at the Senate office on June 19, 2007. The Committee notified RAD of the
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misappropriation on June 20, 2007 and also reported Adams’ conduct to SLED via a letter dated

June 26, 2007. |

At the time the Committee discovered Adams’ embezzlement scheme, it was believed
that she had misappropriated approximately $26,000 in Committee funds. /d. at 7. However, the
Conmmittee’s ongoing reconciliation and a SLED subpoena led to the discovery that Adams had
actually embezzlad $6,668.56 in funds from CELG from October 2002 threugh Januaryy 2003 and
over $200,600 from the Committas from Janwary 2002 through July 2005.° In total, Adams
made at lenat 113 vmautharized dishursements to hacself axdl her creditars and thmt she altered at
least 52 checks and 8 bank statements to disguise her theft. /d. at 11.

SLED discovered that when the Committes moved its base of operations to Columbia in

2005, Adams kept the Seneca Committee bank account open, contrary to explicit instructions to

close it. | Supplementary Submission at 11. In fact, Adams had
indicated to Kevin Hall that the bank account had been closed and provided an altered bank

statement to that effect. | Supplementary
Submission at 11. Adams not only misuppropriated the remaining funds from that acccant for
her pwn prcenal ase, but she also deposited forged checks from Senator Graham’s personal
bani escounts ko that amount. Supplementary Submigsio at Bx. 16. Additionslly, Adzms
deposited credit gard advanceohnchintctheﬂnmnittye’u Senaca benk account using chacks
from the credit card that she frandulently obtsined in the Senator’s name. /d. at Exs. 7 and 16. In

’ ARer divovvering Adsom’ mioeppropriition, the Cemmitiee kept RAD cpyrised of its omgoing reiniew and of
SLED's discovery of sdditional unguthorized activity through teleconferences held on July 3, August 10 and
Septembez 5, 2007, and additional contacts with the RAD analyst between June and October 2007. RAD Referral at
Attachment 2. For instance, on September 5, 2007, the Committee informed RAD that after obtaining Adams’ bank
records, SLED discovered over $80,000 in additional unauthorized transactions that were previously not discovered
during the Committee’s initial internal audit. /d.
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total, Adams deposited approximately $18,172.46 in unauthorized funds into the Seneca account.
SLED's investigation revealed that Adams later disbursed some of those funds to herself and to

her personal creditors.

The Committee’s audit and SLED’s investigation also revealed that Adams had

concocted an elaborate scheme to avuid detection of her thelt. During tire initial stages of the

Cemmittee’s mriit, whes Adans was still being sent the bank records, she aktered sopies of thie

chnzks weritte out to her imfore turning the zecords over to the Camnmittae treasurer. See

Supplementary Sukmissiom at 11. A folder maintainsd by Adams contained images of cancelled

checks and bank statements that she was in the process of altezing.

| Supplementary Submission at 11. Adams’ computer hard disk drive also

contained images of original checks used for the fraudulent disbursements and altered versions of

those checks. | The alteration process was

evident in these images — some versions showed the payee name was removed and other versions

showed a different payee name had been inserted. /d. at 11.

On October 2, 2007, the Committee filed amendments to twelve reports Trom tie 2002

through 2008 election cyales thit disclosed Adams® uesuthorized transactions, and filed

additional amendments with the Cnmunissinn en danusry 26, 2008.

| Supplementary Submissicn at 12. Senates Greham informed his sspportars.ahout the

embezzlement via a press release o October 15, 2007.

| Adams was arrested on December 14, 2007, and indicted on March 10, 2008 on five



168644280570

10
11
12
13
14
15
16
17
18

19

20
21

RR 07L-51,
and MUR 5971 (Lindsey Graham for Senate)
First General Counsel’s Report 10

counts of Breach of Trust with Fraudulent Intent and one count of Financial Identity Fraud.
Supplementary Submission at Exs. 5 and 7.'°

B. The Committee’s Internal Controls

Prior to 2005, the Committee had few internal financial controls. The Committee
appeared to be in compliance with Commission regulations in its basic procedures for

muintaining records of reveipts and disbursements. | It also
maintainex] ene checking axcornt in the nmne of the Cemmittee, which required an actual
signatupe for the choaks; oo stamps or fax signatures wiess permitted. Then-treasurer Neil
Byerley and Assistant Treasurer Adams each had signature authority on the accouat. /d.
Howwc,itisevidentthntﬁmwasmsegregaﬁonofduﬁmdﬂutAdunswasmt
supervised in any manner. In its submissions, the Committee indicates that Adams was never
assigned a list of identifiable duties, but rather, that her duties evolved over time. Supplementary
Submission at 2. During the relevant time period, Adams’ duties as Assistant Treasurer and
Campaign Administrator for the Committee included the following: receiving and depositing all
wm%uﬁmmdvhguﬂmﬁiﬁngbmksmmbepmmofmpdgnmdpmmd
disburoemants, bookleseping, making disbessersrents, preparing, signing, and filing reperts with
tha Commrissixn, praparing “tiomk you” letters to contributor anr dmiting nosvspum:c:
adeartiscments for ¥ie Commisiae, along with cther miscallanems campaign related aetivities.

Supplementary Submission at 2-3.

1 The criminal case against Adams is still pending. A trial date has not yet been set in the matter.
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It also appears that no one supervised Adams in her work. While Adams was to have
performed her day-to-day tasks “in coordination with” and *“under the supervision of ”
Mr. Byerley, she appears to have lacked such supervision throughout her tenure with the
Committee. Supplementary Submission at 2. During a conference call with us, Committee staff
member Denise Bauld explained that Mr. Byerley rarely stopped at the campaign offices and
Ms. Bauld could e=ly recall a few iistances when Adams indicated she plamred te visit
Mr. Byeriey at his CPA offiaea to discuss a Committes matten!! Further, except during the
height of the campaign season, Adams w3s tha only full-time staff member at tie Commitiee’s
Seneca office.

As part of the Committee’s 2005 restructuring process, Kevin Hall and Scott Farmer
consulted with accounting firms and non-profit organizations in an effort to adopt increased

internal controls. | It appears that the Committee adopted increased
internal controls prior to discovery of Adams’ unauthorized activity. Id. at 14. Those controls
included the following: restricting check signing authority to Senator Graham, Kevin Hall and
Scott Farmer, requiring two signatures for checks over $2,000, requiring reconciliation of the
Conmnittee’s bunk account to be coanpleted by ar outside CPA firm that would not have any
sigriiure astharity, rasmiring thoen imdividenls fo be mvoived in ressariling dissinmare mports,
segregatieg duties such as the delivery of checlic for muiling from the writing and signing of
chacks, prohibiting the use of wire transfers and debit cards, and implementing a petty cash fund

with an imprest system limited to $300. | Prior to these
procedures, no one was tasked with the responsibility of reconciling the Committee’s FEC

" We were mmbls to deficitiwly detemrine the exyant of Mr. Byerley’s supervision over Adams, if any, during st
time period because he passed away in Jannary 2006.
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reports with its bank statements. The Committee has also reviewed the Commission’s guidance

on “Internal Controls and Political Committees™ and considers the procedures it adopted in 2005
to satisfy those guidelines. See
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B. Lisbility of Mary Jennifer Adams

According to Commission policy, a former treasurer or assistant treasurer may be named
as a respondent in his or her personal capacity when it appears that, while serving as a treasurer
or assistant treasurer, he or she may have violated obligations imposed by the Act or Commission
regulations personally on a treasurer and where, among other situations, the violations were
knowing and willful. See Statement of Policy Regarding Treasurers Subject to Enforcement
Proceedings, 70 Fed. Reg. 3 (January 3, 2005); see, e.g., MUR 5610 (Earl Allen Haywood) and
MUR 5721 (Lockheed Martin Employees’ PAC). Therefore, we recommend that the
Commission make findings 2s to Adams in her porsenal capacity in connecfion with violations of
the Act while performizsg the duties of the tressurer.

As Assistant Treasurar performing tneasuser dutias, Adams was required to accusately
keep an account of and report receipts and disbursements. See 2 U.S.C. §§ 432(c); 434(b)(2),
(3). (4) and (6); and 11 C.F.R. § 104.3(a)-(b). Committee treasurers and any other person
required to file any report or statement under the Act and the Commission’s regulations are also
personally responsible for the timely and complete filing of the report or statement and for the
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accuracy of any information or statement contained in it. 11 C.F.R. § 104.14(d). Adams
knowingly and willfully failed to keep an accurate account of all disbursements in order to hide
her fraudulent scheme and failed to accurately report certain receipts and disbursements in
reports filed with the Commission.'*

Tae Act also prohibits the contmingling of committee funds with “the personal funds of
any individual,” including officers of a committee. 2 U.S.C. § 432(b)(3) asd 11 C.F.R. § 102.15.
The Commnistinn has previously made findings that Respondents violated 2 U.S.C. § 432(b)(3) in
mxtters where individuals misappropriated committee funds by making unanthorized
disbursements to themsalves or others to pay for persona! expenses. See, e.g., MUR 5223
(American Dream PAC); MUR 5920 (Women's Campaign Fund); MUR 5721 (Doggett for U.S.
Congress). Additionally, the Act prohibits any person from converting contributions to a Federal
candidate for personal use. 2 U.S.C. § 439a(b)(1). “Personal use” means any use of funds in a
campaign account of a federal candidate to fulfill a commitment, obligation or expense of any
person that would exist irrespective of the candidate’s campaign duties. 11 C.FR. § 113.1(g).
The term “person” includes individuals and committees. 2 U.S.C. § 431(11).

Th this matter, Kdavas knowingly and willfully wsote checks to hurself from Committee
accounéa withwut anthotization, castmd ar depasited tha chealis into her personal bask account,
and issued disbursements to her personal creditars, in violation of 2 U.5.C. §§ 432(b)(3) and
439a. Adams disguised her illegal activity by making false entries into the Committee’s internal

1 To esublish & kwowing and willful violkticn, theve muit be Bnowledge that ome is violating the law. See FECv:

John A. Dramesi for Congress Comm., 640 F. Supp. 985, 987 (D. N.J. 1986). A knowing and willful violation may
be established “by proof that the defendast acted delibemtely and with knowledge that the representation was false.”
U.S. v. Hopkins, 916 F.2d 207, 214 (5th Tir. 1990). An inference of a knowing and wiliful act may be drawn “from
the defendant’s elaborate scheme for disguising™ his or her actions. /d. at 214-15.
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database and in disclosure reports filed with the Commission, and by manipulating copies of
checks and bank statements during the Committee’s internal financial review. Supra at 7-9. Ina
handwritten letter to Senator Graham’s Chief of Staff following her termination, Adams

essentially admits that she knowingly and willfully embezzled funds from the Committee (e.g., “I

have Hed, cheated, stolen, betrayed . . . ."). | As discussed
above, her commingling and persunal ese violations resulted in recordkeeping and reporting
violations of the Act. 2 U.S.C. §§ 432(c) and 434(b).

Accerdingly, we recommend that the Commission find reason to believe that Mary
Jennifer Adams knowingly and willfully violated 2 U.S.C. §§ 432(b) and (c), 434(b), and 439a.
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RECOMMENDATIONS

1. Open a MUR in RAD Referral 07L-51.

2.

3.

4. In MUR 5971, find reason to believe that Mary Jennifer Adams knowingly and
willfully violated 2 U.S.C. §§ 432(b) and (c), 434(b), and 439a.

5. Merge the new MURs into MUR 5971.

6. Approve the attached Factual and Legal Analyses.
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11. Approve the apprapriate letters.

Thomasenia P. Duncan

General Counsel
G-12-0% BY: _ e Pae TUzbs &
Date Ann Marie Terzaken

Associate General Counsel for Enforcement

_Hhonss |, Qncden—
Thomas J. Anderdén
Acting Assistant General Counsel

AN

Ana J. Pefia-Wallace
Attomney




